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Ideas from leading experts in financial planning

Minimizing Clients’ Income and Estate Taxes
By Lance Wallach, CLU, ChFC, CIMC

WHAT’S INSIDE
3 Planning for Clients with Stock
Options
In the May-June 2000 issue of Plan
ner, Robert R. Pastore, founder of
Pastore Capital Management, San
Francisco, discussed some of the
planning issues associated with
stock options. In the following arti
cle, he offers guidance on helping
clients who exercise options on stock
whose price collapses, a too-fre
quent event in the last year. Pastore
is author of Stock Options: An
Authoritative Guide to Incentive and
Nonqualified Stock Options 2nd edi
tion (PCM Capital Publishing,
2000) ISBN 0-9668899-2-4.

4 The New Form ADV and the Invest
ment Adviser Registration Depository
The SEC took two actions of interest
to investment advisers (IAs): adopt
ed new rules to bring one-stop elec
tronic filing to IAs, and updated part
1 of Form ADV.

5 New Law Protects Privacy of
Personal Financial Information
A new law and a new SEC rule re
quire planners and investment advis
ers to protect clients’ privacy.

6 Changes in PFS Eligibility Open
Credential to More Members
A point system is the centerpiece of a
new set of guidelines for earning the
PFS designation.

7 PFP Committee Update
PFP Director Phyllis Bernstein sum
marizes PFP committee activities
and provides information on apply
ing to serve on AICPA committees
and on contacting the PFP team.

In an earlier issue of Planner, Lance Wal
lach, CLU, ChFC, CIMC of Plainview,
New York, authored an article entitled
“VEBAs & 419 Welfare Benefit Plans:
Buyer Beware.” He wrote the following
article in response to a large volume of
telephone calls requesting additional infor
mation and more technical information on
the subject. This article answers some of
the frequently asked questions. Lance Wal
lach speaks and writes extensively about
how CPAs can use VEBAs to gain new
clients. For complimentary copies of his
technical articles on the subject, call 516935-7346 or fax 516-938-6330

enables the planner to point clients in the
proper direction.
Several sophisticated methods are avail
able to handle certain tax problems result
ing from an over-funded pension plan or
excess accumulations in a corporation; the
need to move wealth to the next generation
in the most tax-efficient manner; or a desire
to reduce income and estate taxes.
When properly constructed, two pro
grams can substantially reduce taxes for
almost any type of business entity. The
IRC section 412(i) plan and the 501(c)(9)
tax exempt trust, commonly referred to as
the voluntary employees beneficiary
association (VEBA).

any owners of mature small
Continued on page 2
businesses put off saving for
retirement while they invest
time and money in their successful busi
nesses or professional practices. With sta
The traditional IRA is superior to the
ble profit growth, they look to retirement
Roth IRA as a wealth accumulation
plans to reduce current taxes.
vehicle in all but rare circumstances,
Unfortunately, a typical qualified retire
according to a study done by three Georgia
ment plan may be subject to a $30,000
State University researchers. They per
contribution limit, while other plans limit
formed economic analyses involving an
contributions to only 15% of pay or per
investor with fixed pre-tax earnings or
haps $10,500 of salary deferrals, often
wealth available to invest in either type of
with a small matching contribution.
IRA, but not both. Their analyses showed
Another important limit is that, regardless
that the traditional IRA outperforms the
of how much is actually earned, only
Roth IRA by accumulating more wealth
$170,000 of compensation may be consid
available at retirement. “It follows,” the
ered when designing a plan.
researchers say “that a rollover from a tra
In the competitive environment of per
ditional IRA to a Roth IRA will always be
sonal financial planning, the planner who
disadvantageous.”
can provide for the long-term tax reduc
“The Roth Versus the Traditional IRA:
tion and planning needs of his or her
A Comparative Analysis,” The Journal of
clients will be in demand to undertake
Applied Business Research (Volume 16,
this difficult and never ending task. In
Number 4), page 113.
this circumstance, being aware of the
available appropriate custom designed
Continued on page 2
tax-oriented strategies and concepts
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TRENDWATCH
(continued from page 1)
World economic expansion will stag
nate unless key countries act quickly
to increase their “E-Readiness,”

according to a report by McConnell
International LLC, a global policy and
technology firm. The report, Risk EBusiness: Seizing the Opportunity of
Global Readiness, rates 42 key econ
omies’ connectivity, e-leadership, in
formation security, human capital and ebusiness climate.
The report found that 23 countries,
including Indonesia, Russia, and South
Africa, require substantial improvement
in at least two rated areas before e-business and e-government will flourish.
In general, central and southern Euro
pean countries scored well in e-readiness
and security practices, but, except for
Hungary and Estonia, all 42 countries
studied scored below average on con
nectivity rates and tech-friendliness. In
general, Middle East and African coun
tries scored low in every category and
were the lowest in connectivity and in
the cost of connectivity. Eighty percent
of Asian nations scored the lowest possi
ble rating on connectivity. Central and
South American countries scored well in
human capital, but lower in investment
incentives, information security prac
tices and connectivity. The report con
cluded that considerable work needs to
be done if these countries are to reap the
benefits of the digital economy. The
report is available on the company’s Web
site at www.mcconnellinternational.com.
A college-savings Web site has bucked
the trend of reluctance in financing
dot-coms. Despite such reluctance in

capital markets, Upromise Inc., a col
lege-savings network, which plans a
Spring launch, has closed a $50 million
round of financing, a second round that
brings its total 2000 funding to $100 mil
lion. Through Upromise, parents will be
able to set up college savings accounts
that will be funded in part by rebates
from a network of consumer goods man
ufacturers. Friends and family as well as
parent account holders will be able to
purchase goods from Upromise’s spon

Minimizing Clients’ Income and Estate Taxes
Continued from page 1
The 412(i) Plan

The 412(i) plan is a type of qualified
retirement plan funded entirely with
specially designed, guaranteed insur
ance company contracts. Contributions
are determined to fund a known retire
ment benefit using the guaranteed rates
in the contracts, which are usually
much lower than the actuarial assump
tions in a typical defined benefit plan.
The result is the largest contribution
and tax deduction available in a quali
fied retirement plan.
Consider, for example, a 55-yearold small-business owner who earns
$170,000 or more and plans to retire at
age 65. The following annual contribu
tions are possible:

Type of Plan

Maximum Annual Tax
Deductible Contribution

Defined Contribution
Defined Benefit
412 (i)

$30,000
$103,900
$146,275

Another advantage is overfunded
defined benefit plans can be converted
to 412(i) plans, possibly eliminating
much or all of the excess assets and
restoring a current tax deduction.
Likely Beneficiaries

Who should consider a 412(i) plan?
Several entities could benefit from a
412(1) plan. They include:
■ Small businesses or professional
practices with fewer than 7 employees.
■ Business owners over age 45.
■ Overfunded defined benefit
plans.
■ Business owners looking for the
maximum allowable tax deduction.

The simplest way to gain the bene
fits of a VEBA is to join an existing
multiple-employer VEBA that already
has an IRS letter of determination. A
multiple-employer VEBA must have at
least ten employers located in three
contiguous states. Be aware that clients
lose some control of funds when they
join a multiple-employer VEBA.
Almost any business can adopt a
multiple-employer VEBA for the bene
fit of its employees, including owner
employees. An employer with one
employee (even his or her spouse) can
have a VEBA.
VEBAs are not subject to the rules
for qualified retirement plans. For
example, distributions made from a
VEBA prior to age 59⅟2 are without
penalties. You can contribute as tax
deductible much more than the $30,000
per year contribution limit of defined
benefit plans. A VEBA contribution can
be made in addition to a pension con
tribution. Furthermore, a business can
make substantial VEBA contributions
even if it is making maximum pension
contributions. One program has noth
ing to do with the other.
A VEBA provides several signifi
cant business planning opportunities. It
allows for large, flexible and fully tax
deductible contributions. In addition,
assets can accumulate and compound
Continued on page 6
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The VEBA

A VEBA is a tax-exempt organiza
tion described in IRC Sec. 501(c)(9).
Operating a VEBA requires a letter of
determination from the IRS stating it
has received tax-exempt status. A
VEBA usually provides for the pay
ment of life, accident, health and other
benefits to members of the VEBA or
their dependents or beneficiaries.

ions of authors and the AICPA staff are

their own and do not necessarily reflect
policies of the Institute or the Personal
Financial Planning Division.

William Moran
Editor
Phyllis Bernstein, CPA
Director
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Planning for Clients with Stock Options
By Robert R. Pastore, CPA
he stock prices of many compa
This leaves Lisa with an important
nies collapsed in 2000. This fact
decision to make on December 29,
may have an impact on you or
2000: Should she sell the stock in Year
your clients if you or they have exer

2000?
cised incentive stock options (ISOs) in
2000 and continue to hold such ISO
Scenario 1: Lisa Sells the ISO-Stock
stock. If the fair market value (FMV) of
in 2000.
the stock is substantially less than it
If Lisa sells the stock on December
was on the date of ISO exercise, the
29, 2000 at $50 per share, ABC Corpo
optionee may regret not having sold it
ration reports no compensation income
before the end of year 2000.
on her IRS Form W-2 for the year 2000.
Optionees who didn’t dispose of the
Further, she does not report the $50,000
battered ISO-stock in 2000 may find that
“bargain element” as income for pur
the exercise of those ISOs will trigger
poses of AMT. She avoids paying any
federal alternative minimum tax (AMT)
income tax on the transaction. After all,
on their 2000 income tax return. Getting
this seems equitable given that she has
that AMT back, via the AMT credit,
no economic gain: She bought the stock
could take years. One reason it could
for $50,000 and sold it for $50,000.
take years: The $3,000 annual limitation
on the deductibility of AMT capital loss
Scenario 2: Lisa Sells the ISO Stock
es can reduce substantially the “gap” of
in 2001.
regular tax over alternative minimum tax
If Lisa does not sell the stock in
in 2001 and beyond, thereby limiting use
the year 2000, but instead sells it for
of the AMT credit.
$50 per share on January 15, 2001,
she finds herself in an unpleasant
Example
income tax position. This unpleasant
Consider the possible scenarios in
position occurs even though she had
the following example. On January 5,
zero gain on the sale of stock: She
2000, Lisa exercises ISOs to buy 1,000
bought it for $50,000 and she sold it
shares of ABC Corporation stock at $50
for $50,000.
per share. At the time of exercise, she
expects that she will sell the stock on
Year 2000 Federal Income Tax Return
January 15, 2001, more than 12 months
Since Lisa didn’t sell the stock in the
after her date of option exercise and
year 2000, she reports $50,000 of tax
more than two years after the option
able income for purposes of AMT on
grant date. This sale of stock would
her 2000 income tax return. This
result in 100% of her gain being taxed
$50,000 of income triggers $14,000 of
as long-term capital gain.
federal AMT (28% X $50,000 =
The FMV of the stock on the Janu
$14,000) and leaves Lisa with a $14,000
ary 5, 2000 date of exercise is $100 per
AMT credit that she can use to reduce
share. The “bargain element,” the FMV
her regular tax in subsequent years, but
of the stock on the date of option exer
only to the extent that her regular tax
cise minus the option exercise price, is
exceeds her alternative minimum tax.
$50 per share ($50,000 on 1,000
shares).
Year 2001 Federal Income Tax Return
The stock price plummets after the
■ For purposes of regular tax: No cap
date that Lisa exercises her ISOs. On
ital gain.
December 29, 2000 (the last day of
Lisa’s stock has a “dual” basis: Her
trading in Year 2000 on U.S. securities
basis for purposes of regular tax is differ
ent from her basis for purposes of AMT.
markets), the fair market value of the
stock is only $50 per share, the same
Her basis is $50,000 for purposes of reg
price she paid for it on January 5, 2000.
ular tax, the amount she paid to exercise

T

the ISOs. Since she sells the stock on
January 15, 2001 for $50,000, she has
zero capital gain for purposes of regular
tax. She has no other capital gains or
losses to report on her 2001 tax return.
■ For purposes of AMT: $50,000 capi
tal loss, but deduction is limited to
$3,000.
Lisa’s basis is $100,000 for purpos
es of AMT. That $100,000 is equal to
the fair market value of the stock on the
date she exercised the ISOs. It consists
of the $50,000 she paid to buy the
stock, plus the $50,000 of taxable
income she reported as AMT income on
her 2000 income tax return. Since she
sells the stock on January 15, 2001 for
$50,000, she has a $50,000 capital loss
for purposes of AMT. She has no other
capital gains or losses to report on her
2001 tax return.
The Problem

Federal tax law places a $3,000
annual limitation on the deductibility of
net on capital losses. There is a $3,000
limit for purposes of regular tax and a
$3,000 limit for purposes of AMT. Lisa
can deduct only $3,000 as a capital loss
for purposes of AMT on her 2001 fed
eral income tax return. Instead of
reporting a negative adjustment of
$50,000 on IRS Form 6251 (the excess
of her $ 100,000 of AMT basis over her
$50,000 of regular tax basis), she is
limited to only a $3,000 negative
adjustment. The other $47,000 that is
not deductible on her 2001 tax return is
an AMT capital loss carryforward to
her 2002 federal income tax return.
What Happened to Lisa?

In April 2001, the IRS received
$14,000 of AMT from Lisa because she
reported $50,000 of AMT income on
her 2000 tax return. Lisa has a difficult
time getting the money back. She gets it
back via the AMT credit, which can be
used only to reduce regular tax and only
to the extent that regular tax exceeds
alternative minimum tax.
In Lisa’s particular case, since she
can only deduct $3,000 of capital loss
es for purposes of AMT on her 2001
income tax return, her regular tax in
2001 is not significantly greater (if at
Continued on page 8
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The New Form ADV and the Investment Adviser
Registration Depository
By Phyllis J. Bernstein, Director, PFP
he Securities and Exchange Com Association, Inc. (NASAA) and the
mission (SEC) adopted new rules SEC. Approximately 8,000 investment
in September that will bring one- advisers are registered with the SEC
under the Advisers Act and make filings
stop electronic filing to investment
advisers. The SEC also voted to update on paper, much as they have since 1940
part 1 of Form ADV, the investment when the Advisers Act was enacted. The
adviser registration form. The Commis roughly 12,000 state-registered advisers
sion deferred further action on its pro will not be able to make the transition to
posal to amend the requirements for the electronic filing until state officials pass
brochures (part 2 of Form ADV) that all regulations to implement the IARD. In
advisers are required to provide to the meantime, the system’s benefits are
generating enthusiasm.
clients.
Marc Beauchamp, executive director
of the North American Securities
The IARD
Investment advisers registered with Administrators Association, said his
the SEC are required to submit their reg organization and its members are “very
istration forms electronically through bullish” on the IARD. The NASAA rep
the Investment Adviser Registration resents state securities agencies and col
Depository (IARD), an Internet-based laborated with the SEC to establish the
system of electronic filing for invest new system. “We expect that by early in
ment advisers, as of January 2001. The 2001 the majority of states will pass
system will permit investment advisers rules or legislation supporting the
to satisfy filing obligations under state IARD,” he added.
and federal laws with a single electronic
filing. Information contained in filings Who Registers?
The following are required to regis
made through the IARD will be stored in
a database that the public can access free ter:
■ Advisers managing more than
of charge through the Internet.
The SEC’s Web site http://www.sec. $25 million in assets must register with
gov/iard/ contains helpful information on the SEC.
■ Advisers managing less than $25
what the IARD is, who must file, the fil
ing schedule, how to open an account million in assets must register with the
and filing fees. According to the site, the securities regulator in the state where
first step for setting up an IARD account their principal office is located. (They
is to complete the IARD forms and are not permitted to register with the
return them to NASD Regulation, Inc. SEC.)
(NASDR). Any SEC-registered adviser
■ All advisers in Wyoming, regard
that did not receive a packet should e- less of asset amount, must register with
mail iardlive@sec.gov or call 202-942- the SEC because the state has no securi
ties regulator.
0691.
The IARD, which is being built,
Most of the filings on the IARD will
administered and operated by NASDR be the Form ADV, the Uniform Appli
will give investors easy access to infor cation for Investment Adviser Registra
mation about investment advisers. tion. Advisers currently registered with
Investors will be able to search the data the SEC must transition to electronic
base to get current information about filing by amending their Form ADVs
advisers, including their services, their electronically through the IARD
fees, their conflicts of interest and disci between January 1 and April 31, 2001.
plinary history (if any).
New applicants for SEC adviser regis
The IARD was developed by North tration must file electronically after
American Securities Administrators January 1, 2001.

T
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Four Stage Approach

The SEC expects the entire new sys
tem will be rolled out in four stages:
Stage 1: ADV Part IA and ADV-W
to process SEC and state applications,
amendments, withdrawals and state
notice filings. Many state securities

authorities will begin to require advisers
registered with them to use the system.
However, some state securities authori
ties lack statutory authority to require
advisers registered with them to file
through the IARD, postponing full par
ticipation in the system until necessary
legislation is enacted.
Stage 2: ADV Part I B for public
disclosure of firms. NASDR will

release the public disclosure system,
which should begin operating a few
months after the first filings are made on
the system.
Stage 3: ADV Part 2 A-The firm
brochure and electronic processing
for advisory people. NASDR will

release the state investment adviser rep
resentative licensing system. This is
expected to begin operating a few
months after the public disclosure sys
tem is released. It is likely that some
states will not participate until their laws
have been changed.
Stage 4: ADV Part 2 B-The
brochure supplement for investment
advisory representatives. Form ADV

currently has two parts. Part I asks for
information about an adviser’s business,
the persons who own or control the advis
er, and whether the adviser or certain of its
personnel have been sanctioned for violat
ing securities or other laws. It provides
information needed by the regulators to
enable them to decide whether to grant an
application for registration or to revoke a
registration and to manage their regulato
ry and examination programs. Part 2, or a
written brochure containing the same
information, must be delivered to clients
before they engage the adviser and it is
offered to them each year. Part 2 provides
clients with information about business
practices, fees and conflicts of interest the
adviser may have with its clients.
Changes to Part 2 of the Form ADV
have not been adopted so advisers will
need to prepare and deliver the old Form
without filing it with the SEC. States,
however, may require advisers to file the
entire Form ADV.

PFP DIVISION

The proposal for Form ADV Part 2
revision would require all advisers to
provide clients with a narrative bro
chure containing disclosures about the
advisory firm written in plain English,
and updated at least once a year to
reflect changes. The SEC also pro
posed to require that the firm brochure
be accompanied by a supplement con
taining important information about
the advisory personnel with whom the
client will be dealing. Proposed Part
2A sets forth the information about
the advisory firm that an adviser must
include in its brochure. Proposed Part
2B sets forth the information about
advisory personnel that an adviser
must include in brochure supple
ments. This sweeping change is still
pending.

After January 1, 2001, advisers
who wish to register with the SEC
must submit their applications elec
tronically through the IARD. Current
ly registered advisers who want to
amend their registrations will be
required, through an incremental
schedule, to make the transition to
electronic filing during the first four
months of 2001. Limited hardship
exemptions from this requirement are
available to advisers who qualify.
The new FORM ADV revision is a
major change for advisers. You will

also need to look at your state laws to
see if it has adopted the IARD. The
AICPA has strongly supported the
SEC’s efforts to redesign Form ADV
to make it more meaningful for
investors. A user-friendly document
written in “plain English” that simulta
neously satisfies federal and state
requirements is a significant step in
streamlining the investment adviser
and investment adviser representative
registration process while encouraging
more uniform disclosures on one hand
and less boilerplate on the other. ♦

New Law Protects Privacy of Personal
Financial Information
By Phyllis J. Bernstein, CPA, PFP Director

Increased Fees

The SEC approved new annual fil
ing fees for the new online ADV in
July. Initial start-up fees for advisers
with less than $25 million of assets
under management (AUM) are $150
and $100 annual update. For advisers
with AUM of $25 million to $100 mil
lion, the initial fee is $800 and the
annual update is $400. And for the
advisers with more than $100 million
AUM, the annual fee is $1,100 and the
annual update fee is $550. Funding for
the new system will come from the
fees paid by advisers to NASDR, and
the SEC must approve any changes in
the fees.
Delivery Requirement

The proposed delivery require
ments would be similar to current
requirements (that is, an adviser would
deliver its brochure at the start of the
advisory relationship and make a writ
ten offer to deliver the brochure annu
ally). However, there is one important
difference: Advisers would be re
quired to provide clients with written
brochure updates whenever informa
tion in the brochure becomes material
ly incorrect and include these updates
with brochures delivered to prospec
tive clients. In addition, there is a new
requirement for the adviser to summa
rize changes so clients can easily see
them without comparing the old
brochure to the new one.

PFP DIVISION

ntities engaged in “financial activities” for individuals (not business
es) are subject to the privacy provisions of the Gramm-Leach-Bliley
(G-L-B) Act. The Federal Reserve Board, which defines financial
activities, for many years has included the preparation of income tax returns
and the provision of financial planning advice among financial activities.
Generally, entities engaged in financial activities other than banks,
securities firms, and insurance companies are regulated for privacy pur
poses by the Federal Trade Commission. The governing regulations are at
16 C.F.R. Part 313 (Federal Register, May 24, 2000, page 33646 et seq.).
If you are “significantly engaged” in preparing personal income, gift,
and other tax forms (state or federal) or providing financial planning
advice to individuals, you must make annual disclosures of your privacy
policies to clients for whom you prepare returns or provide financial plan
ning advice. Required also is a one-time disclosure for new tax or finan
cial planning clients. You must be in full compliance with the regulations
by July 1, 2001. The regulations contain an appendix with sample disclo
sures at http://www.ftc.gov/privacy/glbatt/mdex.htm. Planner will publish
more information regarding the G-L-B Act soon.

E

CPA Investment Advisers

In compliance with the G-L-B Act, the Securities and Exchange Commis
sion issued a final rule applicable to investment advisers and others about Pri
vacy of Consumer Financial Information (Regulation S-P), which was effec
tive November 13, 2000, and must be complied with by July 1, 2001.
Therefore, you will need to notify your customers, who are defined as
individuals to whom you provide financial products or services primarily
for personal, family or household purposes. You are required to notify cus
tomers of your privacy policies and practices, and you must not disclose
non-public information to nonaffiliated third parties. In addition, you must
offer the customer the opportunity to opt out of disclosure of such infor
mation by you to nonaffiliated third parties. The rule can be found at
www.sec.gov/rules/final/34-42974.hfm.

The PFP team is preparing related guidance and a sample disclosure
document. Watch for more information. ♦
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Continued from page 2
on a tax-deferred basis and are protect
ed from creditors.
Although the plan can provide life,
sickness, accident, long-term care, and
educational benefits to its members,
there is no vesting of benefits unless an
event occurs that triggers the payment
while an employee is a participant.
VEBA participants have no “inci
dents of ownership" in the assets,
including the life insurance contracts
held by the VEBA trustee. Consequent
ly, death benefits can be designed so
that they will not be subject to income
or estate taxes. To avoid the estate tax
inclusion, a participant should make an
irrevocable designation of beneficiary,
such as a trust, for the benefit of his or
her family.
VEBA Lookalikes: Caveat Emptor

Let the VEBA buyer beware. Trusts
are available that look like VEBAs.
However, they have not received a let
ter of determination from the IRS, and
many may not have applied for one. In
addition, they may not comply with the
IRC Sec. 505 nondiscrimination rules
or with ERISA requirements.
The IRS is on the look out for abu
sive plans. The IRS has challenged
such plans (for example, Booth vs.
Commissioner, 108 TC No. 25, Tax
Court docket no. 22544-94, June 17,
1997) and there probably will be more
challenges.
What do planners and clients need to
watch for? If a VEBA plan’s benefits
seem too good to be true, they probably
are. For example, in a recent case
involving a neonatology practice, the
promoters promised tax deductions
going in and tax-free withdrawals later
on. The result was the loss of the deduc
tion. Watch out, similar plans are being
marketed.
Who Should Consider a VEBA?

The numerous benefits of a VEBA
trust may make joining a multiple
employer VEBA plan suitable for the
following types of businesses and busi
ness owners:
■ Businesses and individuals that

6
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would like to protect their assets from
creditors, especially those in high-lia
bility businesses and professions.
■ Profitable businesses that want
to reduce their tax liabilities.
■ Companies that can no longer
make contributions to their qualified
retirement plans because the plans are
over-funded or no longer favor the
business owner.
■ Individuals looking to reduce,
eliminate or provide liquidity for estate
taxes.
■ Businesses looking to supple-

ment or enhance their business-succes
sion plans (for example, by using the
death benefit in the VEBA as a more
tax-efficient method of providing cash
to beneficiaries and avoiding the dis
ruption of the corporation’s cash flow).
■ Physicians, dentists and other
high-income professionals.
For clients looking for the maximum
current tax deduction, the 412(i) plan or
the VEBA may be the perfect solution.
They are perhaps two of the most pow
erful, yet underutilized, business and
personal financial planning tools. ♦

Changes in PFS Eligibility Open Credential
to More Members
n January 2000, a new set of guide
6. Estate planning.
It also includes the teaching of col
lines for earning the AICPA’s Per
sonal Financial Specialist designa
lege level PFP courses.
tion will take effect. The new guidelines
Lifelong Learning
were developed by the PFS Credential
Lifelong learning embraces both tra
Committee and the PFP Executive Com
mittee under the auspices of the Nation
ditional (standard CPE courses) and
al Accreditation Commission. The cen
nontraditional (self-directed reading
terpiece of the new guidelines is a point
and research) methods. It also includes
system that encompasses a broad defini
conference presentations and profes
tion of business experience, which now
sional writing credits. Advance acade
includes teaching, provides for a lifelong
mic degrees, such as a juris doctor and
learning component and recognizes
masters of business administration, are
examinations related to PFP.
considered as well. Participation on
Each of the three areas—business
committees of nationally recognized
experience, lifelong learning and exam
PFP organizations also counts.
ination—requires a minimum number
Examination
of points to be earned. To attain the PFS
credential, candidates must demon
Although all PFS candidates still are
strate evidence of earning 100 points
required to pass an examination, the
AICPA will recognize examinations
across the three areas. An assessment
other than the Institute’s PFS exam.
tool is being developed to help candi
dates determine their qualifications for
The others include the examinations for
Certified Financial Planner, Chartered
the PFS.
Financial Consultant, Chartered Finan
cial Analyst and the NASD Series 65,
Relevant Business Experience
Relevant
business
experience
Series 66 and Series 7 exams.
All other application criteria apply.
involves six financial planning disci
These are AICPA membership in good
plines:
standing and an unrevoked CPA certifi
1. The personal financial planning
cate. The AICPA will launch an online
process (goal setting).
2. Personal income tax planning.
PFS application/assessment tool in Jan
uary at http://pfs.aicpa.org.
3. Risk management planning
Inquiries about the new system can
4. Investment planning.
be directed to cpapfs@aicpa.org. ♦
5. Retirement planning.
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PFP Committee Update
By Phyllis J. Bernstein, CPA,
Director, PFP

as chair of the PFS Credential Working
Group of the PFS Credential and
Examination Committee.
Applying for Committee Service

since volunteer efforts increasingly are
done by task forces rather than formal
committees, this database will allow for
individuals who have an interest in cer
tain specialty areas to be contacted
proactively throughout the year as new
task forces are formed. If you have ques
tions concerning the new Web site or
how to apply, contact: Andrea Singletary,
212-596-6097 or David Ray, 212-5966030 or email at skills@aicpa.org

e offer gratitude and best
Do you want to serve on an AICPA
wishes to Dirk Edwards as
committee? A new Web site (www.
he steps down from his posi
skillscape.com/aicpaonlme) allows both mem
tion as chair of the PFP Executive
bers and non-members to apply online to
Committee. Under his direction, the
AICPA committees, panels and selected
PFP Team established several task
task forces. This new application process
forces that developed a focus on a self
is more than simply a replacement for the
assessment tool for Personal Financial
previous manual application process
Letters to the PFP Team: The PFP
Planning and the Center for Investment
involving a hard copy bio-form submit
Team encourages its members to send
Advisory Services. These initiatives
ted by a member. The process now
us emails on practice management
and others that began during his term of
requires each prospective volunteer to
issues, professional issues and other
service will pay future dividends for
select from a list of skills, those skills that
topics of importance. We would also
PFP Section members and holders of
characterize his or her professional expe
love to hear about best practices that
the PFS designation and the accounting
rience. The goal is to build a database of
you have adopted that you want to
profession as a whole.
individuals and their skills so that
share with fellow section members.
appointment to volunteer groups can be
Please remember to include your name
New PFP Executive Committee
based more on a match of the inidvid
and your telephone and fax numbers.
Chair
ual’s skills with the mission and activities
Send emails to PFP@aicpa.org or to me
James K. Mitchell, a sole practi
of the committee or task force. Also,
pbernstein@aicpa.org. ♦
tioner, who is a recently retired part
ner of Ernst and Young, Austin, Texas,
Win Clients with “Winning Tax Moves”
succeeded Edwards as chair of the
PFP Executive Committee beginning
or many planners, tax services to clients provide an opportunity to fol
in October 2000. For the past few
low up with personal financial planning services. To help CPAs market
years, Jim has served as a member of
tax
services, the AICPA again has developed tools. The tools include a
the PFP Executive Committee. He
brochure
”Winning Tax Moves for 2000: A CPA's Guide for Taxpayers.” The 8also served on the PFP Technical Con
panel
brochure
covers
basic year-end and tax planning information. It is avail
ference planning Task Force and was a
able
in
print
and
costs
$25 for a bundle of 100 copies. To order, call AICPA
member of the Investment Advisory
Member
Satisfaction
at
888-777-7077 and ask for product no. 889578PFP.
Services Task Force of the PFP Exec
utive Committee.
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Online Version

PFS Exam Working Group
Leadership Changes

Kudos to Dennis Kroner, outgoing
chair of the PFS Examination Working
Group of the PFS Credential and Exam
ination Committee. Kroner, of Pitt,
Ryan & Linnear, Ltd., Chicago, has
guided the working group in develop
ing two PFS examinations a year for
three years. Kroner also served on the
PFP Executive Committee in the past.
He is a member of the Board of Direc
tors of the Illinois Society of CPAs and
of the AICPA Governing Council.
Congratulations to incoming chair
Larry McKoy of Goodman & Co., Nor
folk, VA. Larry has served on the PFS
Examination Working Group and the
PFP Member Services Subcommittee.
Laurence I. Foster of Richard A. Eis
ner and Company, New York, continues

PFP DIVISION

The brochure is also available free from the AICPA Web site (www.aicpa.org)
under “Member Matters.” From there, go to “Practice Development Tools”
then to “List of Brochures/Speeches.” There you will find:
1) An Adobe Acrobat version of the brochure free to download and take to
a local printer.
2) A Word document version of the brochure in case practitioners just want
to print and read the content of text.
At that same AICPA location, you will also find the following resources:
■ Year-end PowerPoint slide presentation with an accompanying
script/speech.
■ The script available also in a Word document (no slides) as a speech.
■ A third document with instructions on how to use the PowerPoint pre
sentation.
Neither the slide presentation nor the script is available in hard copy from
the AICPA. The Web site is the only source.
Many planners find that regular seminars for existing and prospective
clients are the most productive means of marketing their services. The Pow
erPoint presentation and script provide the materials for a seminar, and the
brochures provide something for those who attend to take away, thereby
becoming a reminder of you and your services. ♦
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TRENDWATCH
(continued from page 2)

sors. The sponsor companies will kick
back portions of the purchases directly
into the savings accounts, thereby accel
erating the college savings. Upromise
will charge sponsors administrative fees
for the transactions, and the partners
expect to benefit from increased cus
tomer loyalty.
InformationWeek Daily (online), Nov.
6, 2000.

California has so many millionaires
that one business school is teaching
them how to share their wealth. The
University of California at Berkeley’s
Haas School of Business offers “Con
temporary Philanthropy,” which provides
an overview of the history of philan
thropy, standards used to assess organiza
tions to support and forms of support:
money, stock or pre-IPO stock options. It
also covers the benefits of starting foun
dations and other nonprofit agencies.

“How to Be a Philanthropist,” Trend
Letter (October 16, 2000), page 5.

New SEC regulations promise to let
insiders sell shares without worrying
about being accused of trading on
material, nonpublic information. The
regulations were issued along with the
more publicized fair disclosure rules that
took place in October. Rule 10b5-1 will
protect executives from the appearance
of illegal insider trading if they divest
their company holdings according to a
preset selling plan. The new rules allow
insiders to sell shares on a regular basis
throughout the year rather than the cur
rent practice of selling during a trading
window, the period each quarter when a
company is least likely to have material
information that hasn’t been released
publicly. The rules should protect insid
ers from shareholder lawsuits. However,
the plan may lock an executive into sell
ing shares during a time when the stock
price is crashing.
Stephen Barr, “Planning Relief for
Insiders,” CFO (December 2000), page
19. ♦

Planning for Clients with
Stock Options
Continued from page 3
all) than her tentative minimum tax.
Therefore, she can only use some of her
$14,000 AMT credit on her 2001
income tax return, a little bit more in
2002, and so on. In essence, the IRS
received a $14,000 interest-free loan
from Lisa, who gets the $14,000 back
over a period of several years.

General Rule
As a general rule, from an income
tax standpoint only, many optionees
will find it wise to exercise ISOs early
in January if they intend to hold the
stock for more than 12 months. This is
a general rule subject to exceptions.
Every taxpayer’s situation is unique.
Advice from a tax professional is high
ly recommended. Many optionees will
find that it’s money well spent to get
advice from a tax professional on how
to proceed. ♦
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